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PUBLIC UTILITiES. Initiative merisure
adding Section 16 to Article XIII of Constitution. Declares all property
". ,0wnLd, operated, managed or controlled by any municipality, county, dis- YES f
trict or other public agency, created and existing 'under laws of California,
and held or used for supplying the publin. with light, power, heat, transportation, teltlgraph or telephone service, shall be assessed and taxed in same
m'anner, to same extent and for same purposes, as like property held or
NO
used for like purposes by private corporations aI1d natural persons shall
be assessed and taxed under the State Constitution and laws.
------------------,----------------------------------~--~----

10

Sufficient Qualill.cd electors of the State of
California present to the secretary of state this
petltl0V and request that a proposed measure,
as hereinafter set forth, be submittecl to the
people of tlll' State of California for their approva.l or rejection, at the'next ensuing general'
election, The proposwl measure is as follows:

I

[The proposed section j'ifteen of al'tlcle thlr"
teen reads as follows:]
All property, works, plant and equipment
owned, operated, managed or controll"d by any
city, city and county, c(>unty, district, or other
public agency, created and existing under and
by virtue of the constitution :lnd laws of this
Slate, and held or uBI'd for supplying the public
with light, power, heat. transportation or telegraph or t,dephone service, shall he assessed
and taxed in the same ma~ll1er, to the same extcnt, and for the Sri Til , purposes, as like property held or used fdl' It1<e purpose:~ by private
c.orporations and natural p(~rsons shall be assessed and taxed under authority of this constitution and laws enacted pun.;uan~ thereto,

Sectlon one of article thirteen -of constitution,

a portivll of which will be rendered inopf:'rative
by the proposed ampndment, reads as follows:

(The provision affected is printed in italics,)
Section 1. All propf'rty in the state except as
otherwise In this constitution provided, not
exempt under the laws 0; the United States, shall
be taxed in proportion t.:.. its \'a lue, to be ascertained as provided by law, or as hereinafter provided, The word "property," as used in this
article and sectio!l, is h.'re::" Jecirl red to include
moneys, credits, bonds, sto~ks, L1'llS, franchises,
and all other m:1ttE'n, and things, I, :'1, personal,
and mixed, capabll' of private ownen'hip; provided, that a mortgage, lll',_'d of t rlIst, contract,
or other 'obligntion bf ,,,!lidJ a del,t is sf'clIred
when land Is pledged as security for Uw paynl.'Ilt
th~!,BOf, together with tiJ,' money I'eprl,l,q'.'nted by
?UCl debt, shall not be cOllsiderc·d JlJ'opc'rty subJect to taxation; and furtlwl' [In,\'ided, that
property used for fn'e public lihl'arks and free
museulUs, growing (,1'''1'f', profJ('l't~' lIi'f'd excluslv~,ly fol' public schools, and f'ul'h as may bf'!ong
to .ne United States, this ~tate, or to any county,
eltyand

COlllltY, 01'

l1Junif'ip,11 corporation within

this state shall be pXl'mpt rrpm ta:-:atinn, eXl'f'pt
Such,lands anfl th(, impro\'l"lIpnts thel'<'nn 10('atl'(1
outSide of the county, ('ity and county, OJ'
~U~icipal corporation o,,:ning thp salJli-' as were
"utlject to tnx;"tion nt tIll' tilll,' of th,' :u'qllisitlon
ot the sam" by said county, c'ty and ('tllinly, or
rnunlclpal corporation' pnJl'ir/('(! thut I'Oilll}Jl'fJrc"
mellts Of any charact~l' l(;h('lrl):'" r"Ii,~tl'llctcri by

allV county, cit,l) "((11([ C01/1It,1/ 0/' III 1I11 i('ij1((/ ('OI')Jo~lltlOIl shall bl3 suajrct it) ta,Tatioli, All /(ll1(/S 01'
1Tt1;orOV6l11ents the/'coll, aC/(J1I [Jill fi to (111!1 cou lIty,
city and COllnty 01' 1Il1I1Iicip((/ COl'pol'atioll l'ot
4'owpt trom taxatioll, slln/! ()(' (l~8r:88Crl

by tJle

,.\,
OC'
;{ :

as~essol' Of the cOlmty, city (l1Id eOllllt)l, 0/'
l,,,·ltIIClpnl C01'pol'at ion i /I leh irh 8(1 irl /an(/s 0)'
31cprOVCI1ICllts ,fire {ocatcd, (Inri 8(lili asscssmcnt
a t!1l be SUbject to ?'f: l'iew , f'(/I'(/lizution (lnel
rWl!stmclIt by the statr. uoanl "f (:(J/((/Ii~(/ti01l,
a he legislatm'c mall IlNn;iric, (,t:rc;)t ill thi> case
JJrccllto S()clll'ed by 1/lortr/!lf)c or 11'I/s1 riccri, fIJI'

~'lJ'{'(luot10!l

[1'0/11.

crer/its ()f r/ebts <lito

1"6 re81(ll1nts Of tllis Statc.

tf)
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ARGUMENT IN FAVOR OF TAXATION OF
PUBLICLY OWNED PUBIwIC UTILITIES.

The effect of this amendment w11l be to subject publicly owned utility properties to state
taxation and thereby' to prevent further shift..
lnr' of the burden of state taxes from the Inhabitants of municipalities owning public utility

systems to the inhabitants of tho

res~

of the

state,
Undel' the existing constitution and statutes
of this state, seven and one-half per CE:nt of
the gross receipts derived from the opergUon
of gas and electric properties, five and onefourth per cent of the gross receipts derived
from the operation of street and interurban
railroad properties, and five and one-half per·
cent of t:le gross receipts derived from tele-'
phone properties, when such properties
owned by private persons or corporations' must
be paid as taxes into the state treasury; and.
these taxes paid by private vel'sons and 001'poratlo~s are, under the Public Utilities Act,
allowed· as operating expenses and included In
the rates paid by their consumers,
On the other hand gas, electriC, telephone
and street railroad propertieB. If owned and
operated by a county 01' municipal corpor-atlon,
are exemvt from taxation, except such landsand improvements thereon located outSide ot
the county or municipal corporation owning
the same as were subject to taxation at the \
time of the acquisition of the sa.me by Buch
county or municipality,
Consequently the aCQuisition by a county or .
munidpal corporation of a public utility system
has the result, under the e:.isting provIsion'S
of the constitution of this state, of shifting a.
part of the burden of state taxes from the
consurr:f.'I'S served by such county Or munIcIpal
corporation to consumers served by private
persons or corporations In other munIcIpalities
and in cJuntry districts-a result manifestly"
unfait' to the majority of the Inhnbltlint~ of
thiR state, If thlR shifting process shall go
much furtlwr, it will Roon become necessary
to resort U, a general )JI"operty tax to provide
neC(>f,sary state r('\' en 11£' ,
The adoption of this amendment Is urged
on the ground that It is necessary to protect
the state's !'p.venues and to prevent an obviously
unfair shifting of the burden of state taxatlon.

are

W. A. SUTHERLAND,

Vice President Los Ang(>les Trust and Savings
Bank, Managing Director Fidelity of }i'resno
Branch,
ARGUMENT AGAINST TAXATION OF PUB"
LICLY OWNED PUBLIC UTILITIES.

Under the constitution as It now reads (Sec.
1, Art. Xl II): •'property belonging to the sta.te
to any county, city and county or municipal
corporation within the state shall be exompt
from taxatiOl,"
The pUl'POSC 'If the amendment IR to change
this so that eert.1 in publ\(' llropl'rty when ul!'ed
by a municipality to furnish light, heat. power,
transporUtion, telegrn ph 01' telephone service,
shall be taxed, and by this mml.nH dls~ourl".ge
nubllc ownership of public utilities and fa~t~n
the tentacles of prlvatt1 monopoly more securelY
upon the p('ople of the state.
The \)l'Ollonellts of tiltH mCl'\SlII'O evld~l)tty
assume ",at the present method of raising state
revel' .• c by Impo~lng n. tnx upon the gl'OSS reV6~
IIII(,S of th(l Jlrlyatdy oWI}o'(l publie utl\!ty cvmpllnles Is ,n ju,~t sY!ltell\ nnd theretOl'o It shQuld
ue extended to tho publicly oWl\Nl utlUUes;
01'

(Settnlf·a1e l

whereas it Is a well known law of economiCS

thELt a til.X which wlll Increaso thec08t of things
essential . to human existence or happiness Is
an .tmj!tst system.
An unjust system should not be extended
and made more unjust; rather should tqe remedy be to lessen its unjustness. There are 132
munlcif>allY-<Qwned waterwc~k8 In California.
Why were they omitted? Is it pla.nned to first
aenure an entering wadge before extending it
.to "waterworks?
· . Our friends, the public service corporations,
have mistaken their remedy. If they find that
they can not compete with municipally owned
plants (which they will not admit in public),
they f'hoUld apply for an tlxemptlng prOvision
· rather than ~xtend injUstice.
The prop",sed amendment is dOllbly unjust In
this; Many munltllpalltles buy electricity whole'RaJe from private companies, and .they are
charged a state tux in the price that they pay.
The resale of this same electricity to consumers
would therefore carry two taxes, one on the
wholesale pl'ice to the municipality and another
on the· retail price to the consum(>r.
· Jt Is also unjust because 1ts effect Is dls· criminatory against smaller municipalities.
Possibly the city of Los. Angeles could afford
to pay Buch tax. bu' how about the little towns
Buch as Loyalton, Healdsburg or '1'ehachapi?
In these places the margin of profit IE propoHfonately small and a tax on the gross reve-

i

~

a

nue 'would be
8'l'levous bur4en. It fs a dn-;
eta) rule everyWhere alat.· all public, pl'Opertfo~
Is 'l)xempt from taxation, and It Is based· uP'.'il~'
the fa.ct,that the public would merely be tax~
iT.1g itself to. raise money to pay over to ltse!!.
or as stated In an early California case (PeOfllf
vs. Doe. Vol. 36 California Reports, page 220)
would be mere j Y taking money out of one
pocket and putting It into another, 80 that there
would be no gain In revenue, but on the con•
trary a loss to the extent of the cost of
9 ssr ':ISing and collecting the tax.
The tax Is unscientltlc. It Is mogical. We
might just as well say that because buildings A
used for private schools are taxed. therefore I
we should tax all publlc school buildings. It
18 almost as illogical .as a tax imposed by
Uncle Sam on the gross income of the post
office.
What we want to do Is to make electricity,
gas, transportation and like services cheaper
and not more costly. Extend their bene,tits to
everybody. If public ownership will do this
(and the very submission of this amendment
admits this), then we should encourage public
ownership. and not discourage It. as this
amendment proposes.
H. A. MASON,
W. J. LoCKE,
Secretaries of the League of California
Municipalities.

"· REG·-U-L-A-T-'-O-N-O-F-P-U-S-L-I-C-L-Y--O-W-N-E-O-P-U-S-L-'C-U-T-'L-'-T-'-E-S-.-I-n-lt-i-at-iv-e--:----'.
measure adding Section 23b to Article XII of Constitution. DecIa'res every
municl~aUty, county, district an<l other public agency, created and existing YES I'
under Ca.lifornia laws, ownIng, operating, managing or controlling any
property for supplying light, power, heat, transportatlon, telegraph or telellIJhono service, to or for the public. shall, as to such property handStthe -NO
bUFliness conducted therewith, be a pUblic ut11lty, regulated by t e
ate
Railro:ld CommissIon in ali respects. except issuance of securities, as
private corporations and natural persons owning, operating or controlliIl3
like property for like purposes.

I

Sufficient qualif'.ed 'electoul of the State of
California present to the secretary of l'tate this
petltlon and request that a proposed measure.
ns hereinafter &et forth. be submitted to the
people of the State of California for their apPl'oval or rejection, at the next ensuing general
eleotlon. Tho proposed measure Is as follow!!:

regulations as the munlclpallty may prescribe
under Its organic law, on condition that the
municipal government shall have the right to
regulate the charges thereof. A municipal corporatlon may furnish such services to Inhablt:mts
outside its boundaries; provided. that It shall not
furnish any service to the Inhabitants ot any
other mlE11clpallty owning or operating works
supplying the same service to such Inhabitants,
[The proposed section '.wenty.three b of article
without the consent of such other municipality,
twclvtI reads as folio" ,:]
, c-'nressed by ordinance.
Every city, city a.l,~ county, county. district,
ARGUMENT IN FAVOR OF REGULATION
and other public agency, created and existing
OF PUBLICLY qWNED PUBLIC UTILI·
under and by virtUe of the constitution and
la~ of this state, whl<:h shall at any time own,
TIES.
operate, manage or control any propr:~rty, works,
The
00ject sought to he accomplished by the
plant or equipment for supplying light, power,
regulation of publicly owned utilities by tho
,heat, transportation or telegraph or telephone
Railroad
CommissIon Is to Insure to the con· service either directly or indirectly. to or for
sumers served by t!lE'm the same b!'lletlts which
the puhlic, ,~hal1 henceforth, in respect of such
are n()w secured to the consumers of privately
· property, works, plant and eqUipment, and the
owned utilities through the enforcement of the
busl'ilE'sS conducted by means thereof. be I.l. pubPublic Utilities Aet. vi;::
lic utility, and be supervised and regulated by
(a) Thp. establishllwnt of unlfon:1 classlficA.:
tho railroad commls&ion of the State of Calitlons of accounts Insuring uniform and hont,',
fornia In the same manner and to the same
accounting.
I
extent !n all respects. except the Issuance of
(b) '1'he establishment of jus, amI reason.,(1 ~
m'curltlolJ, as private corporations and natural
rates.
persons owning. operating, managing or con(c) The elimination of preferential rates and
tl'olllng like property, works, plant 01' equl;)lllent
dlscrlm\natln~ practlees; the iilhlbitlon of refo!' IIIre purposes.
bates and rennels.
d
(d) The establishment of unlfl.'rm. just an
Section nineteen of article eleven of eonstitureasonable rules "lHI l'egulatlc,f1s g,wel'nlng sertltm which wll! be superseded In part by the
vice and the maKing of service e:..tenslons.
llroposed Ul:1endrnent reads as follows:
(e) 'rile eHtabllshment of rules relating to the
Sec. IV. Am' municipal corporation may
sa fe construction and opemtlon of plants and
Elstabllsb and operate public works for supplying
works.
rI
Its Inhabitants with light. water. power, heat,
(f) Tile cren tlou of n fnlr and !mJ)nrtini t •
transportation, telephone service or other menns
bunal to which COIIRumers may aPJleal under a
of communication. Sueh wOl'k~ mllY be acquired
urliform nnd slmplftl"d ~. ':;~ed\lre fo\' the reby original construction 0)' bv th,,' pUI'ehase of
dress of tht'i!' complaints Hnd grle\'anl!cs.
exIsting worlUl. Including thl'ir fr:ant'hhws, or
Tho pl'lnclples of \'('gulatloll as applied by the
both. Persolls or corjlorntlot1s mllY ('stabllsh and
state to publ\(' utilities OWlh'd bv llrh'l1lo cord
pp~~l'nte wOl'lc!'l for sUpplylrll~ th(' Inhabllnnts with
porn ti01l3 Ilre fHIt· and just to the utility an
ime!! services upon such conditions CLnd l.mllQ\' Much
tf) thQ VLlbllo. 1'1101'0 can be 110 sound atgu·
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